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LIMITED OFFICIAL USE RIO DE JANEIRO 3610 

E.O. 11652: N/A 
TAGS: EFIN, BR 

SUBJECT: EXCHANGE RATE CHANGE 

REF: BRASILIA 6139 

1 . EFFECTIVE AUGUST 14, THE CENTRAL BANK'S CRUZEIRO- 
DOLLAR EXCHANGE RATES ARE 18.585 BUYING AND 18.685 
SELLING. THE NEW RATES REPRESENT THE FOLLOWING DEPRECIA- 
TION OF THE CRUZEIRO IN RELATION TO THE DOLLAR: 1.5 PER 
CENT SINCE THE LAST MODIFICATION; 16.5 PERCENT CUMULATIVE 
IN CY 1978; 28.3 PERCENT CUMULATIVE IN THE LAST 12 MONTHS. 
THIS WAS THE TENTH MINI-DEVALUATION IN 1978 AND IT 
OCCURRED AFTER AN INTERVAL OF 20 DAYS. 

2. COMMENT - AS A RESULT OF THIS MOST RECENT EXCHANGE 
RATE CHANGE, THE CUMULATIVE ANNUAL RATE OF DEPRECIATION 
OF THE CRUZEIRO-DOLLAR EXCHANGE RATE INCREASED FROM THE 
26-27 PERCENT RANGE MAINTAINED IN RECENT MONTHS. THE 

GOB HAS BEEN RELUCTANT TO ACCELERATE THE OFFICIAL DEPRE- 
CIATION BECAUSE OF THE IMPLIED ADVERSE IMPACT ON THE 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 RIO DE 03610 141723Z 

PRICES OF IMPORTED GOODS AND THUS ON THE OVERALL RATE 
OF INFLATION. SATISFACTORY GROWTH OF MANUFACTURED EX- 
PORTS (IN EXCESS OF 30 PERCENT THROUGH JUNE) AND DECLINE 
OF THE DOLLAR IN RELATION TO OTHER SELECTED CONVERTIBLE 
CURRENCIES PERMITTED THE AUTHORITIES TO LET THE GAP 
BETWEEN ANNUAL RATES OF OFFICAL DEPRECIATION AND INFLA- 
TION TO REACH 10 PERCENTAGE POINTS. HOWEVER, THE ANNUAL 
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RATE OF INFLATION HAS INCREASED RECENTLY (DUE IN PART 
TO THE SHARP DECLINE IN INFLATION IN JUNE- AUGUST 1977) 

AND THE PREMIUM REPRESENTED BY THE PARALLEL MARKET 
EXCHANGE RATE ROSE MARGINALLY TO ABOUT 20 PERCENT DURING 
THE WEEK OF AUGUST 7-1 1. IT APPEARS THAT THE AUTHORI- 
TIES HAVE RESPONDED TO THESE DEVELOPMENTS BY ACCELERAT- 
ING SOMEWHAT THE PACE OF EXCHANGE RATE DEPRECIATION. 

DEXTER 
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